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To the Shareholders 


In 1976, consolidated sales were $613.9 million, 
up 3% over 1975, largely as a result of higher 
volume as the overall price index of the Com- 
pany’s products was relatively unchanged. Net 
income at $24.4 million was 43% below the 
$42.6 million earned in 1975, and was equi- 
valent to $2.47 a common share, substantially 
below the exceptional results of the preceding 
year. Significant selling price reductions 

took place in fertilizers, pesticides and poly- 
ethylene film products. Costs of natural gas and 
other raw materials, labour and purchased 
services increased considerably and there 
were prolonged work stoppages at some of the 
Company's plants and in the operations of 
several major customers. Dividends amounted 
to $1.24 a common share, four cents higher 
than for 1975, and were within the amount 
allowed by anti-inflation legislation. In July 
1976, an issue of $50 million 109% sinking fund 
debentures was successfully sold in the Cana- 
dian market at par. 


Capital expenditures of $62.9 million in 1976 
brought new investment over the past three 
years to $169.5 million. The caustic soda and 
chlorine plant at Becancour, Quebec, com- 
pleted late in 1975, is operating effectively 
and is well placed to serve the large eastern 
Canadian market and adjacent areas of the 
United States. A major expansion of this plant is 
being considered. The large ammonium nitrate 
plant at Carseland, Alberta which will supply 
markets for commercial explosives in western 
Canada and the northwestern United States 
is now being started up. In accordance with the 
strategy to withdraw from businesses which 
are not of long term interest to the Company, 
the sporting ammunition business and 
production equipment were sold to Valcartier 
Industries Inc. on October 1, 1976. The 
Company has retained and will continue to 
operate the detonator manufacturing facilities 
at Brownsburg, Quebec and is planning a 
stronger explosives accessories business. 


The Company is the largest producer and 
marketer of sulphuric acid in Canada, and is 
extending its distribution and storage network 
in both eastern Canada and northeastern 
United States. This extension will permit CIL to 
market the large increase in volume of Sulphuric 
acid derived from smelting operations in 

the mining industry in eastern Canada as a 
result of expanded anti-pollution programs. 


Substantial capital expenditures are being 
made to expand and modernize facilities to 
produce improved products for commercial 
explosives markets. In addition, a four-year 
program to strengthen design, manufacturing 
and servicing capability for Jarvis Clark's 

line of underground mining equipment was 
completed at North Bay and Sudbury, Ontario. 


ClLis a broadly based manufacturing company 
operating in all provinces of Canada. With 
the recent election in Quebec of a government 
which has separation from Canada as its 
principal objective, it is timely to review the 
Company’s position in the Province. 


About one third of CIL’s fixed assets are located 
in Quebec which accounts for approximately 
one fifth of the Company’s sales. The Company 
has over many years held a leading position 
in making French the language of work at its 
plants, warehouses and sales offices in the 
Province. The new chioralkali plant at Bécan- 
cour, operating entirely in French, is a good 
illustration of this program. 


E. L. Hamilton. (right) 
Chairman of the Board 


W. J. Mandry 
President and Chief Executive Officer 


This 187-foot stainless steel absorption tower being positioned 
at CIL’s ammonium nitrate plant at Carseland, Alberta, 

weighs 200 short tons. It was built in France and shipped by 
sea and rail in two sections. The new plant, largest of its kind 
in Canada, will have a capacity of 600 tons of nitric acid a day, 
to be used for production of ammonium nitrate at the same site. 


Whatever resolution is reached on Quebec's 
future political status, the need will remain for 
continued development of the Province’s 
natural resources. It is the Company's intent, 
to the maximum extent practicable, to continue 
to play a major role in providing the goods and 
services to helo upgrade Quebec's natural 
resources and to contribute to the economic 
strength of the Province. However, the 
conditions necessary for this continued deve- 
lopment will depend upon political decisions 
and actions still to be taken. 


The more immediate outlook in Canada is for 
another year of only moderate economic 
advance. The potential exists for a more signi- 
ficant gain, but in the absence of a greater 
improvement in export markets than is now 
foreseen, or more supportive domestic policies, 
overall economic growth in real terms could be 
seriously limited. CIL is in a good position to 
take advantage of opportunities as they dev- 
elop, because of its additional manufacturing 
Capacity now in place or planned for the 
immediate future. In the longer term, as a result 
of our large capital investment program, we are 
confident that the Company will play a strong 


role in providing the products, services, tech- 
nology and employment that are needed for 
Canada to reach its national goals. 


A concentrated effort has been made, through 
company-wide safety audits, hazard reviews, 
and improved training practices, to re-establish 
our historically excellent safe working expe- 
rience. It is encouraging to report that the 
number of disabling injuries in CIL and its 
subsidiaries dropped to about 50% of the num- 
ber recorded in 1975 and approached 

our previous low incidence rates. 


We are indebted to our employees for their 
achievements in what has been a very demanda- 
ing year, and express our appreciation for 
their essential contributions to the continuing 
overall strength of the Company. 


On behalf of the Board of Directors, 


tL 4 VG 


E,. L. Hamilton 
Chairman of the Board 
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W. J. Mandry 
President and Chief Executive Officer 


Montreal, Quebec, March 24, 1977 
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Agricultural and Industrial Chemicals 


Agricultural Chemicals 


Sales of fertilizer products dropped from the 
previous year, aS revenue from additional 
ammonia capacity did not offset appreciably 
lower prices in both domestic and export 
markets. Although demand for ammonium 
phosphates for use in fertilizers improved, 
industrial markets for ammonia were poorer as 
textile, mining, and pulp and paper industries 
experienced difficulties. The cost of natural 
gas, a major raw material in the production 
of fertilizer, increased by 55% over the previous 
year. Costs of other raw materials increased 
moderately, except for phosphate rock which 
declined significantly. 


Customer response to the introduction of lawn 
and garden fertilizers containing sulphur- 
coated urea, a new controlled-release form 
of nitrogen fertilizer was very favourable. 


Sales of Chipman Chemicals Limited’s herbi- 
cide and pesticide products were considerably 
below the level of 1975. The major factors 

in this decrease were the substantial imports 
of U.S. products not registered with the federal 
government for sale in Canada, and generally 
poor climatic conditions for pesticide usage. 
Chipman maintains a strong technical and 


marketing organization and should experience 
renewed growth in 1977 as the major pesticide 


formulator and distributor in Canada. 


Newly completed manufacturing facilities at C/L's Cornwall 
works will produce ‘Cereclor’ chlorinated paraffins 
for customers in Canada and for export. These products 


are mainly used as secondary plasticizers in vinyl compositions, 
as extreme pressure additives in gear oils and metal working 
lubricants, and as fire retardant additives in plastics, rubbers 


and textiles. 


Industrial Chemicals 


Sales of industrial chemicals increased in 
1976 despite the prolonged strikes in the pulp 
and paper industry and the depressed state of 
the fertilizer industry which is a major consumer 
of sulphuric acid. 


The large chloralkali plant at Bécancour, 
Quebec, came on stream in the third quarter 
of 1975 and enabled CIL to increase its 
domestic sales of chlorine and caustic soda 
and to develop profitable new business for 
these products in U.S. markets. This plant, 
based on diaphragm cell technology, 
operated well. 


The Company has begun a major expansion of 
its sulphuric acid storage and distribution 
facilities to handle the large increase in the 
quantities of acid which will result from 
intensified anti-pollution programs by the 
mining industry to reduce sulphur dioxide 
emissions. As part of this expansion program, 
an acid depot has been completed near 
Detroit, Michigan, by C-I-L Chemicals, Inc., 

a wholly owned U.S. subsidiary company, and 
a second terminal is being constructed by that 
company at Cleveland, Ohio. A shipping 
terminal will be constructed in 1977 on Geor- 
gian Bay, near CIL’s Copper Cliff plant. 


During the year, the Company’s business in 
packaged manufactured chemicals and resale 
chemicals from ICI and other sources was 
structured as a separate division in order to 
further strengthen CIL’s position in marketing 
these products. A new plant at Cornwall, 
Ontario, for the manufacture of “Cereclor” 
chlorinated paraffins was successfully started 
up early in 1977. 


New products were introduced to the Canadian market by CI/L’s 
lawn and garden products unit in 1976. Joining the line of 
fertilizers and pesticides specializing in house plant care were 
“Kleen leaf’, a plant towelette, and a new unique, organic 
house plant aid and microbial soil rebuilder, “Restore”. 


This oxygen bleaching plant under construction for Eddy Forest 
Industries at Espanola, Ontario, is a project of C/L's 
subsidiary, Chemetics International Ltd. Chemetics markets 
chemical plants, equipment and processes worldwide. 


Sales of specialty chemicals by CIL’s sub- 
sidiary, Alchem Limited, were higher than those 
of the previous year. An increase in water 
treatment requirements and the introduction 
of new products to help industry meet 
environmental standards should lead to con- 
tinued growth for this business. 

While sales of metal finishing supplies by Sy} Gronium and 
Canadian Hanson Limited increased over ve 
1975, profit margins for most products were 
under strong competitive pressures. 


Sales of Chemetics International Ltd. were 

at the same level as the previous year, but the 
backlog of contracts on hand at the year end 
was lower. Sales of Cornwall Chemicals 
Limited, an associated company managed by 
CIL, were substantially higher than in 1975, 
but profits remained at the same level. 


At a new acid distribution terminal near Detroit, Michigan, 

this unit train delivered 3600 tons of sulphuric acid from 

CIL'’s Copper Cliff works in northern Ontario. One of three 
planned for Detroit, Cleveland and Chicago, this terminal was 
established in 1976 by C-I-L Chemicals, Inc., a CIL subsidiary 
expected to become a major supplier of sulphuric acid 

to industry in the Great Lakes area of the United States. 
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Explosives and Related Businesses 


Explosives 


Sales growth in explosives and accessories 
in 1976 was modest as a result of work stop- 
pages at locations of a number of major mining 
customers and a general construction strike in 
Quebec. CIL production was curtailed by 
strikes at plants in Brownsburg and Valley- 
field, Quebec, and Nobel, Ontario. Purchases 
to supplement production allowed CIL to main- 
tain volume levels in the domestic market 
during the strike period, but export and defence 
products sales were lower. 


Work is underway to construct a new cap- 
sensitive slurry explosives plant at Nobel, 
Ontario. This plant has been designed to use 
automated manufacturing techniques which will 
minimize the number of employees exposed to 
the risk of accidents. The Company plans to 
modernize its other explosives facilities 

over the next few years. Construction of the 
ammonium nitrate plant at Carseland, Alberta, 
was completed on schedule early in 1977. 


Lower sales by West African Explosives and 
Chemicals Limited, a subsidiary producing 
commercial explosives in Liberia, were mainly 
due to reduced sales to neighbouring coun- 
tries. Opportunities to diversify and expand 
operations are being pursued. 


Sales of Continental Explosives Limited and 
Explosives Sales (1970) Limited, subsidiary 
companies engaged in the distribution of 
explosives and related products in British 
Columbia and Quebec respectively, were 
about the same as in 1975 as customer strikes 
and the depressed construction climate offset 
the effect of price increases. Sales of safety 
fuse, detonating cord and other explosives 
accessories made by Canadian Safety Fuse 
Company Limited increased in 1976. 


C/L has an on-site explosives plant at James Bay where 

the huge hydro-electric power project of the Sociéte d’énergie 
de la Baie James is under construction. Scheduled for comple- 
tion in 1985, this project will require 90,000 tons of explosives. 
The accompanying photo taken by a CIL service representative, 
shows the powerhouse service tunnel forming part of the LG2 
underground complex. 


Recently introduced by Jarvis Clark Company Limited, this 
electrically powered, centre articulated four-wheel-drive mining 
scoop represents a major advance towards the provision of 

a quieter, pollution-free environment in underground mining. It is 
shown working underground at Falconbridge Nickel Mines 
Limited at Sudbury, Ontario. 


Mining Equipment 


Sales of equipment by Jarvis Clark Company 
Limited increased substantially as the trend 
to mechanization in mines continued. Jarvis 
Clark has developed a highly skilled organiza- 
tion for the design, manufacture and marketing 
of specialized underground mining equipment. 
This equipment is made at the North Bay, 
Ontario plant which underwent further expan- 
sion in 1976. The Company is active in export 
sales both on a direct basis and through 
distributors. 


Sporting Arms and Ammunition 


Because the sporting ammunition business 
no longer meets CIL’s longer term objectives 
this business was sold to Valcartier Industries 
Inc., of Courcelette, Quebec, in October 

of 1976. 
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Paints and Pigments 


The completely equipped automotive body painting shop at 
CiL’s York works, Toronto, is used to test new products and 
train operators from customers’ shops where CIL refinish 
products are sold. 


A new production line, the twentieth at CIL's Brampton works, is 

now producing co-extruded films for the food packaging 

industry. The process combines the strength and barrier 

properties of the constituent materials to give maximum 
Paints protection to snack foods, cereals and crackers. 


Markets for paints showed some recovery in 
1976 following the decline in volume experi- 
enced in 1975. CIL’s sales, including those of its 
subsidiary, Bapco Paint Ltd., increased in all 
market segments, but most substantially in 
automotive finishes. 


Other Products and Services 


Plastics 


The demand for polyethylene resin in Canada 
recovered to the level experienced in 1974. 
However, increased world capacity more than 
offset the increased demand and selling : 
prices failed to Keep up with cost increases. 
The cost of natural gas, the basic raw material 
used by CIL for manufacture of polyethylene, 
continued to rise steeply and as a result profit 
margins continued to erode. 


During the year, new facilities to produce both 
conventional and co-extruded polyethylene 
films were successfully brought into produc- 
tion at Brampton, Ontario. 


Environmental Improvement 


The subsidiary and associated companies 

comprising the environmental improvement 
business all showed an increase in sales in 
1976. 


The program to adapt the “IC! Deep Shaft” 
effluent treatment process to North American 
conditions has made good progress. The pilot 
plant using this process for sewage treatment 
at Paris, Ontario, has been operating well 


Spectators on the observation deck of the CN Tower in Toronto, 
the world’s tallest free standing structure, look down on 

the compass rose on the roof of the Tower's restaurant, 

one of the many areas of the Tower painted with C/L products 
supplied to professional painters under the Brandram-Henderson 
label. 


The polymers group of CIL's plastics division is now marketing 
products in metric measure. Polyethylene resin produced at 
the Edmonton works is packaged in 25 kg bags and 71 000 kg 
boxes as well as being shipped in 80 tonne bulk rail hopper cars. 
The 25 kg polyethylene bags are made at the Company's 
Brampton films plant. 


for several months and further improvements 
have been made. Other pilot plants to treat 
brewery, starch and dairy wastes have been 
sold and two are already in operation. 


The pilot plant for solid waste separation and 
gasification, built at the transfer station of CIL’s 
associated company, Tricil Limited, Kingston, 
Ontario has been operating successfully 

for several months. Demand is growing for 
plants based on such technology, which is 
designed to reduce the volume of solid waste 
i eventual disposal and to recover values 
rom it. 


Property Development 


Canadian Freehold Properties Ltd.,an 
associated company in real estate development 
and investment, had a successful year, despite 
the generally slow demand for commercial 
and industrial properties across Canada. 


In Victoria, British Columbia, an apartment 
condominium project was completed and a 
construction contract signed for a 127-room 
hotel to be operated by Delta Hotels Limited. 
A new office building in Burnaby, British 
Columbia, achieved a high occupancy level. 
The first phase of the Eastgate Business Park 
near Edmonton, Alberta, has been serviced, 
land sales have taken place and office buildings 
and warehouses are under construction. By 
the end of 1976, the CIL Square development 
in Toronto was fully leased, representing a 
successful office development in a difficult 
market. 


Freehold Properties, Inc. was formed in the 
United States as a wholly owned subsidiary 
of Canadian Freehold Properties Ltd. and has 
acquired fully rented, revenue-producing 
commercial properties in Seattle, Los Angeles 
and Portland, Oregon. 


A pilot plant developed at CiL’s Chemicals Research Laboratory 
at McMasterville, Quebec,for re-refining waste oil can reclaim 
75% of the used oil it processes, producing a high quality 

oil Suitable as a base for lubricating oils, and not merely 

as a fue! source. 


Employees and Directors 


Employees 

The very serious accidents which occurred 

in 1975 led to a thorough review of safety 
practices throughout all levels of the organiza- 
tion. By the use of such techniques as safety 
audits, hazard reviews of both existing opera- 
tions and those being planned, and improved 
training practices, the downward trend in acci- 
dent frequency rates, interrupted in 1975, 
was restored. The 1976 rate of 1.4 disabling 
injuries per million exposure hours was the 
third best in the Company’s history and well 
below the average for the chemical industry in 
North America. Safety attitudes learned at work 
can also strongly influence employees in their 
outside environment and it is gratifying to 
report that the frequency of “off the job” injuries 
fell significantly during the past year. 


The Company was in the midst of a significant 
amount of collective bargaining when the anti- 
inflation program was announced late in 1975. 
Substantial delays in reaching ‘contract settle- 
ments ensued with most of these negotiations 
carrying over into 1976. Strikes occurred at 
Brownsburg, Quebec, and Nobel, Ontario, 
largely over issues related to the anti-inflation 
program, and at Valleyfield, Quebec. 


The number of regular employees in the 
Company and in its subsidiaries at year end 
was 9034, an increase of 1% over a year ago. 


In 1976, CIL's Chemicals Research Laboratory at McMaster- 


ville, Quebec, won the CIL Prize under the Company's no- 


accident record plan for the eighth consecutive time, the first 


location to do so in the history of the plan. This photo was 
taken in the laboratory by a C/L pensioner. 


This employee at C/L’s explosives works at McMasterville, 
Quebec, is using a new minicomputer for production control. 
The “mini” is one of about 20 being installed for various 
purposes at company locations. They will feed information 
directly from CIL plants and regional offices to a large dual 
processor computer centrally located at Don Mills, Ontario. The 
new computer network will provide faster turnaround of the 
vast amount of information required to operate the Company. 


Directors 


At the meeting of the directors following the 
Annual General Meeting in 1976, Mr. E. L. 
Hamilton was elected Chairman of the Board 
and Mr. W. J. Mandry, who as President, had 
been Chief Operating Officer, was elected 
President and Chief Executive Officer. Mr. W. B. 
M. Duncan, C.B.E., and Dr. P. G. Harvey will 
not be standing for re-election to the Board 
in 1977. 


Mr. Duncan was first elected to the Board 

in 1968. His broad knowledge of and expe- 
rience in the international chemical industry, 
both in North America and overseas, and his 
intimate knowledge of CIL’s operations con- 
tributed greatly to the progress of the Company. 
The counsel of Dr. Harvey, who became a 
director in 1974, was valued by the Board 
particularly in the technical and commercial 
areas of the chemical business in which he has 
had extensive experience. 


Financial Review 


Sales and Earnings 


Consolidated net income amounted to 
$24,363,000 for 1976, equivalent to $2.47 a 
common share after provision for dividends 
on preferred shares. The comparable 1975 net 
income was $42,638,000 or $4.34 a common 
share. There were no extraordinary gains 

or losses in 1976, while in 1975 net extra- 
ordinary gains amounted to $3,580,000. 
Dividends in respect of the year 1976, which 
were restricted by the anti-inflation legislation, 
totalled $1.24 a common share compared to 
$1.20 a share in respect of 1975. 


Sales of CIL and its subsidiaries were 
$613,852,000 in 1976 compared to 
$594,908,000 in 1975. Sales of industrial 
chemicals increased with the addition of 
capacity for the manufacture of caustic soda 
and chlorine at Bécancour, Quebec. Shipments 
to pulp and paper customers improved 
following settlement of the prolonged strikes 
in that industry early in 1976. Demand for 
Sulphuric acid was down in some markets, 
particularly in the fertilizer industry. Equipment 
sales to the mining and construction industries 
by Jarvis Clark increased substantially from 
1975 and paint sales were also higher in all 
markets, particularly the automotive industry 
where market growth was strong. 


The major decline in earnings occurred in 
agricultural chemicals where selling prices 
decreased considerably from the previous year 
while the cost of natural gas, a major raw 
material in the production of fertilizer, increased 
sharply. Earnings of the pesticide business 
were significantly lower as both selling prices 
and volume of sales declined, reflecting poor 
climatic conditions for pesticide use and severe 
competition from unregistered imported 
products. Explosives earnings suffered from 
extended strikes at Company plants and major 
customer locations and from cost increases 
that could not be recovered through selling 
price adjustments. Plastics films profits were 
also lower as selling prices declined and pro- 
duction costs continued to rise. 


Depreciation of $25,350,000 was provided 
during 1976, a decrease of $1,358,000 from 
the amount provided in 1975. It is the Com- 
pany’s policy to write off the cost of each 
fixed asset evenly over its estimated remaining 
life. Annual reviews are made of the residual 
lives of all productive assets taking into account 
technological and commercial obsolescence 
as well as physical condition. The reduction 
in depreciation from 1975 was mainly the result 
of this review in 1976 which extended the 
estimates of the remaining useful lives of some 
of the Company’s plants, principally the main 
plants for the production of agricultural che- 
micals at Courtright, Ontario, together with 
the absence of depreciation on the sporting 
ammunition investment which was fully depre- 
ciated at the end of 1975. Partly offsetting 
these reductions were the effect of providing 
depreciation for a full year for the chloralkali 
plant at Becancour, Quebec, completed in the 
latter part of 1975, and the additional depre- 
ciation on facilities brought into operation 
during 1976. 


Financing 


During the year the Company successfully 
sold in the Canadian market $50,000,000 of 
sinking fund debentures at par. These deben- 
tures mature July 15, 1996 and bear interest 
at the rate of 109g% per annum. The proceeds 
of the issue are being used to defray the cost 
of capital expenditures and to finance working 
Capital requirements. The carrying costs of 
the additional long-term debt were reflected 
in an increase of $2,224,000 in long-term debt 
interest, discount and expense over the 
previous year. Short-term investment of that 
part of the proceeds of the issue not actively 
employed in the business during the year 
resulted in an increase in investment income of 
$1,535,000 over that earned in 1975. 
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Working Capital 


Cash resources increased by $13,022,000 
from December 31, 1975 as funds generated 
from operations, after payment of dividends, 
and the proceeds of the debenture issue, 
exceeded capital expenditures and purchases 
in the market of some of the Company's 
outstanding 534% debentures due for retire- 
ment December 1, 1977. Other working capital 
items increased by a net of $2,424,000 or 2% 
over the previous year end. These items 
included a current liability of $12,382,000 
representing the balance of the 534% deben- 
tures due in 1977. 


Capital Expenditures 


Expenditures on land, buildings, equipment 
and long-term investments amounted to 
$62,876,000, an increase of 14% over 1975. 
The principal item was the construction of the 
ammonium nitrate plant at Carseland, Alberta 
which was completed in the first quarter of 
1977. Also included were expenditures incur- 
red to expand and modernize commercial 
explosives plants, new facilities for the distribu- 
tion of sulphuric acid in the United States and 
the construction of the “Cereclor’ chlorinated 
paraffins plant at Cornwall, Ontario. The unex- 
pended balance at December 31, 1976 on 
projects authorized is estimated at $49,000,000. 


Anti-inflation Legislation 


CIL and its Canadian subsidiaries have been 
subject to the guidelines issued by the Govern- 
ment of Canada under the Anti-Inflation Act, 
effective October 14, 1975. These guidelines 
impose restraints on prices, profits, dividends 
and compensation of employees. CIL was 
among the companies required by the Anti- 
Inflation Board to report compliance on a 
quarterly basis, and to notify the Board in 
advance of significant price increases for the 
Company's manufactured products. 


The Company reported excess revenue of 
$91,000 on nine manufactured products for the 
period October 14 to December 31, 1975. 

A compliance plan was filed with the Board 
which eliminated this excess revenue within 
the first three months of 1976. CIL and its 
subsidiaries generated only a minor amount 
of excess revenue in 1976. 


Impact of Inflation 


Although the rate of inflation experienced by 
the Canadian economy during 1976 was 
relatively modest compared with 1975 and 
1974, it remains an important factor to be 
considered in evaluating the financial results of 
the Company. 


A suitable method of measuring and reporting 
the effects of inflation on business results 

has not yet been agreed upon in Canada. The 
Canadian Institute of Chartered Accountants 
has issued a paper on inflation accounting 
with a view to encouraging public discussion 
and experimentation by businesses. It is hoped 
that the discussion of this paper will result in 
an agreed accounting standard being esta- 
blished in 1977. Important features of inflation 
accounting to be resolved, which will have 
significant impact on the reported earnings, 
concern the extent to which allowances will be 
made for inflationary factors in determining 
income taxes and the method of dealing with 
monetary items including long term debt. 


During 1976 the company continued to exper- 
iment with and to develop replacement cost 
methods for measuring the impact of inflation 
on its accounts. This involved a revaluation 
of a major portion of the Company's manufac- 
turing facilities on the basis of replacing 
productive capacity at present day costs, which 
in turn required consideration of the changes 
in the value of assets arising from inflation, 
obsolescence, and technological improve- 
ments. Based upon this revaluation of fixed 
assets, the depreciation charge for the year 
would be approximately $13.3 million higher 
than provided under historic cost depreciation 
methods. In addition, determination of the cost 
of sales on the basis of the cost of replacing 
the products sold at the date of sale rather 
than on the historic average cost would 

result in an additional increase in costs of 
$6.7 million. 


Therefore if the Company’s earnings in 1976 
were adjusted to recognize depreciation 
calculated on current replacement cost of fixed 
assets and cost of sales based upon repla- 
cement cost at the date of sale, it is estimated 
that the income before taxes would be reduced 
by approximately $20 million. 


It should be stressed that the problem of 
reporting the impact of inflation on the accounts 
of a corporation Is far from resolved. Many 
factors which would govern the replacement of 
an existing plant such as preferred location, 
cost benefits, etc., are not taken into account 
in calculating current replacement values. 
Therefore the figures provided above should be 
regarded as no more than a general indication 
of amounts involved. If tax accommodations 
were forthcoming and if a credit were taken 
for net monetary items, the CIL adjustment for 
inflation would be considerably reduced. 


CIL supports the general concept of replace- 
ment cost accounting, although we have 
concerns at this time about the considerable 
amount of subjectivity required in the compila- 
tion of figures and the consequent possibility, 
in the absence of agreed.standards, of the 
indicated results being misinterpreted. 


Consolidated Statement of Income and Retained Earnings 


for the year ended December 31 


Sales 


Costs and expenses 


Operating costs excluding depreciation 
Provision for depreciation 


Income from operations 
Income from investments 
Share in earnings of associated companies 


Long term debt interest, discount and expense 


Income before provision for taxes 
Provision for income taxes 
Net income including minority interest 


Minority shareholders’ interest in the net 
income of subsidiary companies 


Net income before extraordinary items 
Extraordinary items — net 


Net income after extraordinary items 
Retained earnings at beginning of year 
Deduct: Dividends 


Preferred — 712% 
Common ($1.24; 1975 — $1.20) 


Retained earnings at end of year 
Earnings a common share, after 
preferred dividends 
Before extraordinary items 
After extraordinary items 


1976 1975 
$613,852,000  $594,908,000 
539,169,000 482,161,000 
25,350,000 26,708,000 
564,519,000 508,869,000 
49,333,000 86,039,000 
2,405,000 870,000 
1,569,000 1,527,000 
(5,157,000) (2,933,000) 
48,150,000 85,503,000 
20,520,000 39,515,000 
27,630,000 45,988,000 
3,267,000 3,350,000 
24,363,000 42,638,000 
= 3,580,000 
24,363,000 46,218,000 
134,159,000 99,868,000 
174,000 174,000 
12,145,000 11,753,000 
12,319,000 11,927,000 
$146,203,000 — $134,159,000 
$2.47 $4.34 

$2.47 $4.70 


Consolidated Balance Sheet 


at December 31 


Current assets 


Cash and deposits at interest 
Marketable securities (market value 
$104,000; 1975 $131,000) 
Accounts receivable 
Trade and other 
Affiliated companies 
Inventories (Note 2) 
Prepaid expenses 


Total 


Deduct: 


Current liabilities 


Bank loans 
Accounts payable and accrued liabilities 
Trade and other 
Affiliated Companies 
Federal and provincial income taxes payable 
Dividends payable 
Long term debt due within one year (Note 4) 


Total 
Working capital 


Investment in associated companies 
Land, buildings and equipment (Note 3) 


Unamortized debenture discount and expense 


Funds invested 


Financed by: 
Long term debt (Note 4) 


Minority shareholders’ interest in subsidiary companies 


Deferred income taxes 
Shareholders’ equity 
Capital stock 
7¥%2% Cumulative preferred 
of $50 par value 
Authorized and issued 
Common of no par value 
Authorized 
Issued 
Retained Earnings 


Total 


On behalf of the Board: 


James Sinclair, Director 


Shares 


46,500 


13,500,000 
9,794,161 


W. J. Mandry, Director 


1976 1975 
$ 31,229,000  $ 18,227,000 
102,000 123,000 
92,057,000 85,160,000 
2,318,000 1,696,000 
103,850,000 104,118,000 
2,121,000 2,089,000 
231,677,000 211,413,000 
2,970,000 3,011,000 
72,484,000 70,898,000 
3,627,000 2,441,000 
354,000 10,756,000 
3,320,000 3,113,000 
12,922,000 640,000 
95,677,000 90,859,000 
136,000,000 = 120,554,000 
19,199,000 18,193,000 
195,941,000 160,405,000 
1,071,000 215,000 
$352,211,000 — $299,367,000 
$ 80,488,000  $ 51,096,000 
11,150,000 9,656,000 
38,179,000 28,265,000 
2,325,000 2,325,000 
73,866,000 73,866,000 
146,203,000 134,159,000 
222,394,000 210,350,000 
$352,211,000 — $299,367,000 


2. Inventories 
The inventories are classified as follows: 


Raw materials 
Goods in process and finished goods 
Stores and supplies 


3. Land, buildings and equipment 


Land at cost 


Buildings and equipment 
Less: Accumulated depreciation 


December 31, 


December 31, 


1976 1975 

$ 26,348,000 $ 33,456,000 
74,481,000 68,293,000 
3,021,000 2,369,000 
$103,850,000 $104,118,000 


December 31, 


December 31, 


1976 USES 

$ 7,380,000 $$ 5,690,000 
413,015,000 360,833,000 
224,454,000 206, 118,000 
188,561,000 154,715,000 
$195,941,000 $160,405,000 


It is estimated that expenditures of $49 million will be required to complete projects authorized 


prior to December 31, 1976. 
4. Long term debt 


5%% debentures due December 1, 1977 
Less: Purchased and cancelled 


Due within one year 


5%% debentures due December 1, 1984 
109% sinking fund debentures due July 15, 1996 
Other (net of current portion, $540,000; 
1975 — $640,000) 


December 31, December 31, 

1976 1975 

$ 20,000,000 $ 20,000,000 
7,618,000 — 

12,382,000 20,000,000 
12,382,000 = 

~- 20,000,000 

30,000,000 30,000,000 
50,000,000 — 

488,000 1,096,000 

$ 80,488,000 $ 51,096,000 


Sinking fund provisions of the 10%% debentures require the Company to make payments to the 
trustee sufficient to retire $2,000,000 principal amount on July 15 in each of the years 1982 to 1995 


inclusive. 


. Pension plan 


The Company and most of its subsidiaries have a pension plan covering the majority of their 
employees. The contributions made by the companies and their employees are deposited in an 
irrevocable trust fund in accordance with the terms of the plan. There remains an unfunded liability 
at December 31, 1976 with respect to past services of $2,102,000, based on an actuarial valuation 
received in 1975. This amount will be paid over the following fourteen years, in accordance with the 
regulations made under the Quebec Supplemental Pension Plans Act. 


. Contingent liabilities 
The Company had contingent liabilities as at December 31, 1976 of $2,447,000 with respect to 
guarantees on behalf of other companies and other contingent liabilities of $1,607,000. 


. Remuneration of all persons who acted as directors and senior officers of this Company at 
any time during the year. 


1976 1975 
Number Amount Number Amount 
As directors 13 $ 68,000 14. $ 68,000 
As officers 17 1,213,000 1 1,156,000 
Officers who are also directors 5 5 


. Lease commitments 


The Company has certain lease commitments for the rental of buildings with aggregate net rentals 
of approximately $2,300,000 per annum expiring at various dates to 1998 and for rental of tank 
cars and other facilities of $9,400,000 per annum expiring at various dates to 1986. 


. Sales by classes of business 


1976 . 1975 
Amount % Amount % 
Agricultural and Industrial Chemicals $323,821,000 53 $312,667,000 53 
Explosives, Ammunition and related products 187,260,000 30 186,068,000 31 
Paints and Pigments 65,793,000 11 58,710,000 10 
Other 36,978,000 6 37,463,000 6 


$613,852,000 100 $594,908,000 100 


Auditors’ Report 


The Shareholders, 
Canadian Industries Limited. 


We have examined the consolidated balance sheet of Canadian Industries Limited as at December 31, 1976 andthe 
consolidated statements of income and retained earnings and changes in financial position for the year then ended. 
Our examination was made in accordance with generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the company as 
at December 31, 1976 and the results of its operations and the changes in financial position for the year then ended in 
accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding 
year. 


a eee (oe ee 


Chartered Accountants. Montreal, Canada _—- February 16, 1977. 
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Consolidated Financial Review 
1976 1975 1974. 19738. 1972 9 1971 1970) 1960 1966 a oF 
Consolidated Income Statement Items (millions of dollars) 


Sales 613.9 5949) 517.67383.3 324,595349:2 9 323 324-2 Oe 
Depreciation 254° 26:7 9-21.86 AS 6) A680 19 he aC ee 2) eel c mano 
Income from operations 49.3° 86.0 65.55 62.8 "(23.65 924.3 9 19'3 240 eee 
Long term debt interest, 
’ discount and expense 5.2 2.9 oa Gz 3.4 4.2 4.7 4.7 5.0 4.7 
Provision for income taxes 20.5 3955 26.995 14:9 7 107) 9.9 O.0 74 10.4 Sie 
Net income” 244 426 348 160 105 9.5 orl © eakelaw a KOhe 6.9 
Dividends 12.37 1199) 14 8.5 6.1 6.1 6.1 6.1 on 6:5 
Consolidated Balance Sheet Items (millions of dollars) 
Working capital 136.0> 120.6931 10103 102301 It 25S 6 Ors: le OD.Cnmn Over 
Fixed assets 420.4 366.5 3164° 280.07 262.3 9253.09 32029290720 730 ley me o. 
Accumulated depreciation 224.5 206:1 1838.6 1645 1486 13827 164.6 145.9 136.8 1309 
Capital expenditures 62.1 543 47.67 248° “128° 9G. 14.0 15:0 soe 
Long term debt 80.57 55141" "510/= 55.555 Go CG. ics. Cae C2 emote mC Ore 
Shareholders’ equity 

Preferred 7%% 2.3 Blas 2S LES) eG) Bags) PRS) ELS) 23 bes) 

Common 220.1 208. ON 173.7 1503 T1428 2138 3— 120m leo cco medals 
Per Share of Common Stock (dollars per share) 
Earnings* 2.47 4.34" 3:54 791.601) 106 9.0.05 "0.610 OS pe OOM OGS 
Dividends 1.24. 1:20" 1,15" 0.85, 20.60% O.60 M0 CORO CON 0 D0 mas 
Equity 2247 21.24 17,74 15:35 14.58) 14429 13.068 12.6412 0Gmiatoo 
Quarterly earnings 

1st Quarter 0:26 S ifizZ 

2nd Quarter 1.42 1.64 

3rd Quarter 0.33 0.86 

4th Quarter 0.46 072 

Year 2Al A.34 


* Before extraordinary items. 
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Canadian Industries Limited 


Report for the six months 
ended June 30, 1976 


TO THE SHAREHOLDERS 


Consolidated sales of Canadian Industries 
Limited for the quarter ended June 30, 1976 were 
$194,657,000, an increase of 9% from the 
corresponding period a year ago. Net income for 
the quarter at $13,940,000, equivalent to $1.42 
a common share, declined 13% from the 1975 
level of $1.64 a share. For the six months, sales 
were $326,940,000 compared to $324,330,000 in 
1975. Net income was $16,553,000, $1.68 a 
common share, compared to $27,115,000 or $2.76 
a common share for the corresponding period last 
year. 

Sales in most business areas continued to 
exceed those of the first six months of 1975, but 
earnings of agricultural chemicals, plastics, 
industrial chemicals and explosives were lower. 
The most significant decrease in earnings occurred 
in agricultural chemicals, resulting from sharply 
lower fertilizer selling prices and reduced volume 
and lower selling prices of pesticide products, 
coupled with continuing cost increases. Plastics 
films encountered severe competition as a result of 
overcapacity conditions. Higher costs of explosives 
could not be fully recovered through price 
increases and this business suffered also from the 
effect of strikes at both Company and customer 
locations. The industrial chemicals business began 
to show signs of recovery late in the period and 
paint operations were moderately ahead of 1975. 

Without a more substantial recovery in the 
Canadian economy than is now apparent, the 
reduction in profit that has occurred in the first 
six months will not be recovered during the 
remainder of the year. The outlook for the balance 
of the year has been made more uncertain by the 
limitations on profits that will be imposed by the 
proposed changes in the Federal Governement 
Anti-Inflation Program. 

The Company sold $50,000,000 of 10% % 
sinking fund debentures at par, on July 22, 1976 to 
mature July 15, 1996. The proceeds of this issue 
will be used to defray capital expenditures now in 
progress and to finance working capital 
requirements. 


W. J. Mandry 
President and Chief Executive Officer 


Montreal, Quebec, July 30, 1976 


Consolidated Income Statement 


(Dollars in thousands except earnings a common share) 


For the period ended June 30 Three Months Ended 


Six Month Ended 


June 30th June 30th 
(Unaudited) 1976 1975 __ 1976 1975 
SALES - $194,657 $178,053 $326,940 $324,330 
income from operations $ 25,855 $ 31,926 $ 32,054 $ 53,775 
Income from investments 132 157 364 425— 
$ 25,987 $ 32,083 $ 32,418 $ 54,200 

Share in earnings of associated companies 424 439 680 645 
Long term debt interest, discount and expense (727) (762) (1,449) (1,487) 
Income before provision for income taxes $ 25,684 $31,760 $ 31,649 $ 53,358 
Provision for income taxes = 10,821 14,992 13,465 24,886 
Net income including minority interest - $ 14,863 $ 16,768 $ 18,184 $ 28,472 
Minority shareholders’ interest in the net income of 

subsidiary companies 923 707 1,631 1,357 
NET INCOME $ 13,940 $ 16,061 $ 16,553 $ 27,115 
Earnings a common share 

(after preferred dividends) $ 142 $ 1.64 $1.68 3 2.76 
Consolidated Statement of Source and Application of Funds 

(Dollars in thousands) 
For the six months ended June 30 1976 1975* 
(Unaudited) : 
Source of Funds 
Funds from operations 

Net income $ 16,553 GS Pre iike 

Depreciation and amortization 13,523 13,334 

Deferred income taxes 3,480 2,401 

Equity in earnings of associated companies in excess of 
: dividends received (75) __ (525) 

$ 33,481 $ 42,325 

Minority share of net income in subsidiary companies, 

less dividends 1,401 1,006 
Sale of fixed assets 367 410 
Redemption of preferred shares of associated companies —_ 463 
TOTAL $ 35,249 $ 44,204 
Application of Funds 
Dividends $ 5,964 $ 5,964 
Additions to fixed assets 25,742 28,554 
Acquisition and disposal of subsidiaries and shares 

in associated companies — net, less cash acquired = 1,420 
Retirement of long term debt 14 aS 
Net increase in working capital, excluding cash, 
__ marketable securities and bank loans 25,958 14,766 
TOTAL $ 57,678  $ 50,704 
Reduction in funds for period $ (22,429) $ (6,500) 
Funds on hand less bank loans at start of period 15,339 12,319 
Funds on hand less bank loans June 30 $ (7,090) ¢$ 5,819 


* Restated to exclude Canadian Freehold Properties Limited 
which is no longer a subsidiary company 


AKRUS 


Canadian Industries Limited 


Report for the six months 
ended June 30, 1976 


TO THE SHAREHOLDERS 


Consolidated sales of Canadian Industries 
Limited for the quarter ended June 30, 1976 were 
$194,657,000, an increase of 9% from the 
corresponding period a year ago. Net income for 
the quarter at $13,940,000, equivalent to $1.42 
a common share, declined 13% from the 1975 
level of $1.64 a share. For the six months, sales 
were $326,940,000 compared to $324,330,000 in 
1975. Net income was $16,553,000, $1.68 a 
common share, compared to $27,115,000 or $2.76 
a common share for the corresponding period last 
year. 

Sales in most business areas continued to 
exceed those of the first six months of 1975, but 
earnings of agricultural chemicals, plastics, 
industrial chemicals and explosives were lower. 
The most significant decrease in earnings occurred 
in agricultural chemicals, resulting from sharply 
lower fertilizer selling prices and reduced volume 
and lower selling prices of pesticide products, 
coupled with continuing cost increases. Plastics 
films encountered severe competition as a result of 
overcapacity conditions. Higher costs of explosives 
could not be fully recovered through price 
increases and this business suffered also from the 
effect of strikes at both Company and customer 
locations. The industrial chemicals business began 
to show signs of recovery late in the period and 
paint operations were moderately ahead of 1975. 

Without a more substantial recovery in the 
Canadian economy than is now apparent, the 
reduction in profit that has occurred in the first 
six months will not be recovered during the 
remainder of the year. The outlook for the balance 
of the year has been made more uncertain by the 
limitations on profits that will be imposed by the 
proposed changes in the Federal Governement 
Anti-Inflation Program. 

The Company sold $50,000,000 of 105% % 
sinking fund debentures at par, on July 22, 1976 to 
mature July 15, 1996. The proceeds of this issue 
will be used to defray capital expenditures now in 
progress and to finance working capital 
requirements. 


W. J. Mandry 
President and Chief Executive Officer 


Montreal, Quebec, July 30, 1976 


Consolidated Income Statement 
(Dollars in thousands except earnings a common share) 


For the period ended June 30 


Three Months Ended 


Six Month Ended 


June 30th June 30th 
(Unaudited) | 1976 EIT es 1976 1975 
SALES a ; ; $194,657 $178,053 $326,940 $324,330 
Income from operations : $ 25,855 $ 31,926 $ 32,054 $ 53,775 
Income from investments _ 132 157 __ 864 425 
$ 25,987 $ 32,083 $ 32,418 $ 54,200 
Share in earnings of associated companies 424 439 680 645 
Long term debt interest, discount and expense (727) (762) (1,449) (1,487) 
Income before provision for income taxes $ 25,684 $31,760 $ 31,649 $ 53,358 
Provision for income taxes _ a6 10,821 _ 14,992 13,465 24,886 
Net income including minority interest - $ 14,863 $ 16,768 $ 18,184 $ 28,472 
Minority shareholders’ interest in the net income of 
__ subsidiary companies 923 707 1,631 1,357 
NET INCOME $ 13,940 $ 16,061 $ 16,553 $ 27,115 
Earnings a common share ; : ae 
__(after preferred dividends) $ 142 $ 1.64 $2 1.685 8, 22.20 
Consolidated Statement of Source and Application of Funds 
(Dollars in thousands) 
For the six months ended June 30 1976 1975* 
(Unaudited) : 
Source of Funds 
Funds from operations 
Net income $ 16,553 Cy-y ea ins) 
Depreciation and amortization 13,523 13,334 
Deferred income taxes 3,480 2,401 
Equity in earnings of associated companies in excess of 
dividends received (75) (525) 
$ 33,481 $ 42,325 
Minority share of net income in subsidiary companies, 
less dividends 1,401 71,006 
Sale of fixed assets 367 410 
Redemption of preferred shares of associated companies — 463 
TOTAL ” $ 35,249 $ 44,204 
Application of Funds 
Dividends $ 5,964 $ 5,964 
Additions to fixed assets 25,742 28,554 
Acquisition and disposal of subsidiaries and shares 
in associated companies — net, less cash acquired — 1,420 
Retirement of long term debt 14 —— 
Net increase in working capital, excluding cash, 
__ marketable securities and bank loans 25,958 14,766 
TOTAL $ 57,678  $ 50,704 
Reduction in funds for period $ (22,429) $$ (6,500) 
Funds on hand less bank loans at start of period 15,339 12,319 
Funds on hand less bank loans June 30 $ (7,090) $ 5,819 


* Restated to exclude Canadian Freehold Properties Limited 
which is no longer a subsidiary company 
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Ganadian Industries Limited ) 


Preliminary Report 
1976 


TO THE SHAREHOLDERS: 


Consolidated sales of the Company and sub- 
sidiaries for the quarter ended December 31, 1976 
were $144,542,000, an increase of 8% from the fourth 
quarter of 1975. For the full year 1976, sales were 
$613,852,000 compared to $594,908,000 in 1975. 
Net income for the fourth quarter at $4,550,000 was 
equivalent to $0.46 a common share compared with 
$0.72 in 1975. For the year, net income totalled 
$24,363,000 or $2.47 a common share compared to 
$4.34 a share in the previous year. There were no 
extraordinary gains or losses in 1976, while in 1975 
net extraordinary gains amounted to $3,580,000. 


Sales of industrial chemicals were higher than 
in 1975 with the addition of new capacity for the 
manufacture of caustic soda and chlorine at 
Becancour, Quebec and settlement of the long strikes 
in the pulp and paper industry early in 1976. Demand 
for sulphuric acid was down in some markets, partic- 
ularly the phosphate fertilizer industry. Sales of 
mining and construction equipment of Jarvis Clark 
Co. Ltd. improved and paints sales were higher to all 
markets, particularly the automotive industry. Sharply 
lower fertilizer selling prices and declines in both 
selling prices and volume of pesticides resulted in 
reduced sales of these product lines. 


The major decline in earnings occurred in agri- 
cultural chemicals as a result of lower fertilizer selling 
prices and a sharp increase in the cost of natural gas, 
the principal raw material for ammonia manufacture. 
Earnings of the pesticides business declined sub- 
stantially reflecting the reduction in sales and severe 
import competition. Explosives profits were also 
significantly below those of 1975 as a result of 
extended strikes at Company plants and major cus- 
tomer locations and cost escalations that could not be 
recovered through selling price increases. 


Capital expenditures in 1976 totalled $63,000,000 
an increase of $7,000,000 over the preceding year. 
The principal item was the construction of an 


ammonium nitrate plant at Carseland, Alberta 
scheduled for start-up in the first quarter of this year. 
Expenditures in 1977 are expected to continue at 
about the 1976 level. 


Dividends in respect of the year 1976 totalled $1.24 
a common share, compared to a dividend of $1.20 
a share in respect of 1975. 


In the present climate of political and economic 
uncertainties little improvement in Canada’s economy 


in 1977 is looked for. However, with the recent 
additions to manufacturing capacity CIL is in a good 
position to achieve growth in sales and earnings 

if better than forecast economic results are achieved. 


W. J. MANDRY, 
President and Chief Executive Officer 


Montreal, Quebec, January 31, 1977 


Consolidated Income Statement 


(Dollars in Thousands except earnings a common share) 


For the period ended December 31, 1976 
(Unaudited) 


S0UV 


Three months ended Year ended 
December 31 December 31 
1976 1975 1976 1975 


Sales 5) id eat an oS et, Le a ar ere 


te $144,542 $134,223 


$613,852 $594,908 


linXexedanYeyiitolaCpyeeitens, 2 2 5 »o 60 5 co o o 
Income from investments . ..... . 


Share in earnings of associated companies . . . 
Long term debt interest, discount and expense . 


Income before provision for income taxes. . . . 
Provision for income taxes. . . . . . . =; 


. $ 9462 $ 15,157 $ 49,333 $ 86,039 
; 1,188 255 2,405 870 
$ 10,650 $ 15,412 $51,738 $ 86,909 
341 476 1,569 1,527 

; (2,002) (710) (5,157) (2,933) 
. $ 8989 $15,178 $ 48,150 $ 85,503 
; 3,615 6,954 20,520 39,515 


Net income including minority interest. . . . . 


Minority shareholders’ interest in the net income 
of subsidiary CompamieSimacmr-n n-ne nnn-ten ane 


: $ 5,374 $ 8,224 $ 27,630 $ 45,988 


: 824 1,153 3,267 3,350 


Net income... .. 28... « « & 75 


$ 4,550 $ 7,071 $ 24,363 $ 42,638 


Extraordinary, items) (Melty n-ne enc 


Net income after extraordinary items . .. . 


Earnings a common share; after preferred dividends 
Before extraordinary items . . .... . 
After extraordinary items. . . .... . 


: = 3,580 a= 3,580 
: 4,550 10,651 24,363 46,218 
‘ .46 72 2.47 4.34 
. 46 1.08 2.47 4.70 
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Consolidated Financial Highlights 


1976 1975 

Sales Tavcieing Sk Aes eae tn ls eee eee $613,852 ,000 $594, 908,000 
InéGome DETOrettaxXCS eve wearie eae eee 48,150,000 85,503,000 
Net Income before extraordinary items .......... 24,363,000 42,638,000 
EX iraordiniary stein Sta NCC all lee mame ann nae en ree _ 3,580,000 
Working: capitalal December 3 la seer en me 136,000,000 1205542000 
Capital expenditures (including expenditures 

for acquiring new subsidiaries 

and, aSSOclatediComoanles) see katana ane 62,876,000 55,354,000 
Common shares outstanding at December 31.... 9,794,161 9,794,161 
Earnings per common share 

Deore extlaordinalyslCiS ener ee eee $2.47 $4.34 
DIVIGENdS PeMcommon Shale yaaa meee Dleeo pieco 
Number of shareholders at December 31 

Wo) uel Aglela hee oe ek es ce ak etn ais cutee 4,651 5007, 

Prefered sare tete a act ee er eee hana h eee 535 548 


1976 division of the sales dollar 


Employee pay 
and benefits: 24¢ 


Depreciation: 4¢ 


Income taxes: 3¢ 


Dividends: 2¢ 
Raw materials, 
supplies and 
services: 64¢ Retained: 2¢ 

Interest and minority interest 
net of investment income: 1¢ 
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to the more than 9,000 men and women who \ 2) 
worked for Canadian Industries Limited, its 

subsidiaries and associated companies *) 
during 1976. Additional copies of this report AN 

and CIL’s 1976 Annual Report to Sharehold- me 

ers, are available in both English and French EIEN eee 
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Profile, an up-to-date 
source of useful infor- 
mation about Canada's 

Published by the Internal Communications unit largest producer of 

Advertising and Public Relations Department chemicals and allied 

Canadian Industries Limited products, CIL 
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To my fellow employees: 


1976 was a very demanding year for all of 
us, one that called for particular care in mak- 
ing decisions and in carrying out the busi- 
ness of the company at all levels. So it is with 
sincere appreciation that | express the com- 
pany’s thanks to all employees for what was 
achieved. 


As you already know from the preliminary 
report in Contact, sales in 1976 were up 3% 
from 1975, largely because we sold a 
greater volume of products. The overall price 
index was relatively unchanged. 


The increase in revenue from sales was not 
enough to cover the large increases in costs 
of raw materials, labour and purcnased ser- 
vices, and still give us the same level of earn- 
ings that we had in 1975. Profits dropped 
43% from 1975, a substantial decrease 
which, however, has to be viewed against 
the extraordinary results achieved in 1975. 

It is clear that if employees had not worked 
So effectively to improve all areas of our 
operations, results would have been even 
more disappointing. You can read more 
about the business conditions that 
influenced the outcome of our various activi- 
ties in 1976 in the pages of this special 
report to you. 


We continued building and expanding in 
1976, investing about $63 million and bring- 
ing total capital expenditure over the past 
three years to $169.5 million. The main 
expense last year was the completion of Car- 
seland works, already operating at flow 
sheet levels. Carseland will supply ammon- 
ium nitrate for explosives needed in the 
mining industry in western Canada and 
nearby parts of the United States. 


The sporting ammunition business was sold 
to Valcartier Industries Inc. in October in line 
with our strategy of getting out of those 


businesses which are no longer of long-term 
interest to the company. We kept our deto- 
nator manufacturing facilities, of course, as 
these are an integral and important part of 
our explosives accessories business. 


One of the conditions of the sale was that 
the purchaser offer employment to all our 
employees engaged in the business. Since 
this offer may lead to transfer to a new loca- 
tion for some employees, re-location and 
other committees were set up consisting of 
Staff, payroll, government and union repre- 
sentatives to ensure that the transition is car- 
ried out with a minimum of disruption for 
employees. 


Negotiations are now underway for the sale 
of our plant site at Valleyfield, Quebec (de 
Salaberry) and the facilities for manufac- 
turing defence products. We intend to keep 
our operations for the manufacture of com- 
mercial explosives and will continue to make 
these products at de Salaberry in the short 
term, eventually moving them to other sites 
in Eastern Canada. During our negotiations 
for the sale we are making sure that our 
commitments to employees will be respected 
and that every effort is made to ensure con- 
tinued employment for our people. 


Capital expenditures: including acquisition of subsidiaries 


and associated companies 


$63 
million 


1972 1973 1974 ineN Ae 


Message to employees (Cont'd) 


The new Bécancour plant, completed in 
1975, operated well last year, supplying 
chloralkali products in eastern Canada and 
the northeastern United States. We are now 
considering a major expansion at the Becan- 
cour site. 


In matters of safety, | was much encouraged 
as the year progressed to see the number 

of disabling injuries drop so that at year end 
we had about 50% of the number recorded 
in 1975. The 1976 rate of 1.4 disabling inju- 
ries per million exposure hours was the third 
best in the company’s history and well below 
the average for the chemical industry in 
North America. 


The concentrated effort made through com- 
pany-wide safety audits, hazards reviews 
and improved training practices in 1976, 
undoubtedly contributed to these improved 
results. 


Nevertheless | am still concerned because 
Our Objectives were not met for the third 
year in a row. Although these objectives 
are demanding, | am confident that if we 
intensify our efforts we can achieve them 
and re-establish, and indeed even surpass, 
our excellent safe working experience of 
the past. 


Perhaps the most significant event of the 
year affecting CIL and Canadian business 

in general was the election of a new govern- 
ment in Quebec. This government was 
elected on a platform stressing good govern- 
ment for the Province. Insofar as it conducts 
its affairs towards this goal, it will receive the 
full support and cooperation of this company. 


At the same time we cannot lose sight of the 
fact that the stated goal of the party in power 
is the separation of Quebec from Canada. 
The Quebec Government has no mandate 
to lead the Province out of Confederation, 
and CIL cannot agree or participate with 
policies leading to this end. 


We believe that the best interests of Quebec 
and Canada can be served by Quebec 
remaining within Confederation. We, there- 
fore, cannot support independence for this 
Province, and we believe no effort must be 
spared by Canadian citizens and institutions 
to resist it. We believe that it will not happen 
because most Canadians, in Quebec and 
elsewhere, in spite of sectional differences, 
are dedicated to the preservation of this 
nation. 


CIL has no intention of abandoning Quebec. 
We intend to maintain and support our instal- 
lations in the Province and to operate them 
as long as there is business justification for 
doing so. 


We will make new investment in Quebec if 
there is opportunity for it and if the govern- 
ment provides the right climate for such 
investment. If this is not provided, then there 
is not likely to be new investment in Quebec, 
either by CIL or by other national corpora- 
tions. The result would be harmful to the 
economy of the Province and to the plans 

of the government for further development 
and social improvement. 


For many years CIL has recognized the need 
to conduct the affairs of its Quebec locations 
in the French language. Long before the 
enactment of Bill 22 we had been working 
on programs to achieve this. Our publicly- 
declared policy explicitly states our intention 
to make French the language of work at all 
our plants, warehouses and sales offices in 
the Province and we have made encourag- 
ing progress to that end. Today, our chloral- 
kali plant at Becancour is operated entirely 
in the French language and this includes 
technical operating and instructional manu- 
als, many of which we had to translate our- 
selves, since they were not available any- 
where in French. Several members of the 
present Provincial Government have visited 
this plant, have seen what is being done 
there, and have reacted favourably. Pro- 


gress toward francization is also being made 
at our other Quebec locations consistent 
with local circumstances. We will continue 
with these programs. 


At Head Office in Montreal we have or will 
have in all our units the capability of commu- 
nicating in French with our Quebec locations 
and with the public. However, as a national 
corporation with business interests in all 
parts of Canada and many other parts of the 
world, it is not practicable for us to operate 
our Head Office in French and we do not 
intend to do so. If this should become neces- 
sary in Quebec, if the climate should 
become too restrictive, or if recruitment, 
transfer or movement of employees cannot 
be accomplished consistent with the needs 
of our business, then we would not hesitate 
to move our Head Office elsewhere. 


Leaving aside the location of this Office, 
occasions may again arise when we shall 
have to move units to other locations for 
good business reasons. For example, we 
moved the headquarters of our agricultural 
chemicals division to London, Ontario, in 
1971, and our paints division headquarters 
to Toronto in 1970. These moves were made 
to meet requirements of our businesses and 
for no other reason. 


Economically, the outlook in Canada is for 
another year of only moderate advancement. 
However, there could be some improvement, 
particularly with the end of anti-inflation con- 
trols in view, and we are cautiously optimis- 
tic. CIL is in a good position to take advan- 
tage of opportunities when they develop, as 
we have additional manufacturing capacity 
now in place or planned for the immediate 
future. 


Certainly in the long term, as a result of our 
program of continuing expansion, we will 
play a strong role in providing the products, 
services, technology and employment 
needed in Canada in the years ahead. «» 


Sales by business area 
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Other Products & Services 


Paints & Pigments 


— Explosives & Related Businesses 


Agricultural & Industrial Chemicals 


AGRICULTURAL CHEMICALS 


For agricultural chemicals division, 1976 
was a year of adjustment and accomplish- 
ments, with some disappointments; a year of 
re-adjusting to the return of a more competi- 
tive environment, lower prices and margins. 


Despite this change in the marketplace, the 
division had the third best year in its 

history, and retained its position as one of 
the leading individual contributors to com- 
pany profits. This accomplishment was 
largely due to the sustained efforts and 
expertise of its employees, Supported by 
some new investment. 


The President’s Safety Prize was won by 
both Beloeil and Ingersoll plants, and the 
Montreal plant obtained the CIL Safety 
Award. Recognition was also given to Inger- 
soll by the Industrial Accident Prevention 
Association for the greatest improvement in 
frequency rate for Ingersoll’s class associa- 
tion group. 


To bring attention to off-the-job safety, all 
divisional employees joined in teams of four 
to 15 workers about mid-year. These teams 
met monthly to discuss hazards and atti- 
tudes dealing with off-the-job injuries. At the 
end of a six month period, 55 of a total of 74 
teams recorded no lost-time accidents and 

a token prize was presented to each member 
for his achievement. 


“the division had 
the third best year in its history” 


by Bruce Winter, 
division manager 


Looking at the outside influences to our prin- 
cipal market place, Eastern Canada and the 
northern United States close to our Lambton 
works, one recognizes that fertilizer materi- 
als are a world commodity and particularly 
influenced by the U.S. price levels and avail- 
ability of supply. 


In 1976 fertilizer material prices in the U.S. 
were substantially lower than the previous 
season. Early in the year their inventory 
levels were greater than normal and 
although minimal new production came on 
stream, many in the industry assumed “‘an 
over-supply philosphy’’. These conditions 
became part of our environment — lower 
prices and margins, keener competition for 
both the wholesale and retail share of 
market. 


Within our domestic market, gross farm 
income in Eastern Canada rose slightly more 
than 1% in 1976, while farm production 
costs increased by 6%. The weakest ele- 
ments of the farm economy were corn, 

beef, dairy and pork, with prices generally 
lower than those of 1975; potato prices 
improved substantially due to exports to 
drought stricken European countries from 
the Maritimes. 


The major moderating factor on farm input 
costs in 1976 was fertilizer prices. With a 
return to ample supply, there was a general 
softening of prices. This, combined with the 
decline in net farm income, produced a 
reluctance by customers to purchase fertil- 
izer for storage. The result was a return to 
the very competitive market conditions of the 
early 1970's. 


Sales of Chipman Chemicals Limited’s her- 
bicide and pesticide products were consider- 
ably below the level of 1975. The major fac- 
tors in this decrease were the substantial 
imports of U.S. products not registered with 
the federal government for sale in Canada, 
and generally poor climatic conditions for 
pesticide usage. Chipman maintains a 
strong technical and marketing organization 
and should experience renewed growth in 
1977 as the major pesticide formulator and 
distributor in Canada. 


Consumption of fertilizer increased approxi- 
mately 10% in Eastern Canada during 
1975/76, with Fertilizers Marketing achiev- 
ing a 12% increase in its sales volume. 


Major expansions to storage and shipping 
facilities were completed during the year at 
the Essex, Scotland and Kemptville ‘‘Agro- 
marts’’ in Ontario plus St. Pie in Quebec, at 
Our joint-venture ‘‘Agromart’’ at Fingal, 
Ontario and Hutton Farm Supplies, a 
wholly-owned subsidiary at Wellburn, 
Ontario. Two new joint-venture ‘‘Agromarts’’ 
were approved during the year: Bluewater 
Agromart Limited at Kincardine, Ontario and 
Grand River Farm Supply Limited, at Elmira, 
Ontario. Both locations will be fully opera- 
tional in 1977, bringing the complement of 
company-owned, joint-venture and fran- 
chised ‘‘Agromarts’’ to 54. 


Plans for the construction of two new farm service centers similar 

to this one in Ontario were approved during 1976. These new 
“Agromarts"' at Kincardine and Elmira will bring the total to 54 when 
they are completed later this year. 
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Agricultural Chemicals (Cont'd) 


You may recall that last year we built the 
world’s first commercial plant, at Lambton, 
to manufacture ‘'S.C.U.’’ This product is a 
urea prill, coated with liquid Sulphur and a 
sealant, and its nitrogen is slowly released 
in the soil over a long period. The Lawn and 
Garden Marketing unit completed its first full 
year of marketing its new lawn and garden 
line of fertilizers containing this ‘'S.C.U.” 
and obtained a substantial increase in the 
department's sales and profit over the pre- 
vious year. 


In 1976, the Lawn and Garden unit began 
selling some of its products in the U.S. mar- 
ket for the first time. A distributor was 
appointed to market Lawn and Garden’s 
Golfcourse product line in six states. 
Arrangements were also completed for the 
marketing of CIL new Sulphur Coated Urea 
in the U.K. and Europe. 


Of the 900 divisional employees, 385 are 
located at Lambton works, where we have 
our largest single investment. These employ- 
ees also had a busy, record breaking year. 


They established a new record of shipments 
to customers by moving 728,000 tons. Also 
the monthly record was broken by shipping 
106,000 tons in April. Principal raw materials 
used are natural gas, phosphate rock and 
sulphuric acid, and by year end, Lambton 
handled 1.4 million tons of raw materials and 
finished product in and out of the site. 


Lambton increased its production capacity 
for anhydrous ammonia with the commis- 
sioning of two, 100 ton a day prefabricated 
units called ‘‘Ammopacs’’. Utilizing natural 
gas as a source for hydrogen, the units pro- 
duce anhydrous ammonia by reacting the 
hydrogen with nitrogen obtained from the 
atmosphere. These units bring the plant's 
production capacity for the essential chemi- 
cal to 1,300 tons a day. 


As well as being used in fertilizers, CIL’s 
ammonia is required for the production of 
pulp and paper, textiles, explosives, and a 
broad range of chemical products. 


A new plant for treatment of alkylation waste 
Sulphuric acid introduces a completely new 
process developed by CIL for treatment and 
recovery of waste-acid by-products gen- 
erated by the oil refining industry. This unit, 
scheduled to be on stream in May, 1977, will 
capitalize on experience gained in operating 
a pilot plant for the past year. True to Lamb- 
ton works’ principle of integration, the 
treated acid will be used in the manufacture 
of phosphoric acid, an intermediate in manu- 
facturing phosphoric fertilizers. 


My thanks to employees for the contribu- 
tions they made to divisional results and for 
the way they coped with the problems of 
1976 and satisfied the requirements of our 
CUStOMETS. o» 


GENERAL CHEMICALS 


General chemicals division was formed in 
April of 1976 to bring added direction and 
growth to the company’s traditional business 
of supplying a wide range of relatively low 
volume but highly important bulk and pack- 
aged chemical products to a wide variety of 
industrial consumers across Canada. 


The challenge of setting up the new division, 
planning its activities and developing its 
business, generated a strong sense of team- 
work among employees. Much effort went 
into this first year and the results indicate 
that the decision to restructure the com- 
pany’s chemicals business into two separate 
divisions was well-founded. 


Despite generally depressed business condi- 
tions, world surpluses and political uncer- 
tainty, the division achieved its planned sales 
and profit targets and improved on the 1975 
results in this business area. 


Safety performance improved significantly as 
the year progressed. Safety awareness pro- 
grams carried out by first line supervision, 
the introduction of the book ‘The Company 
Automobile’ and safety audits at the driver 
level, helped to improve our record. Our 
technical service force was reorganized to 
further ensure safe product handling and 
ability to assist others in emergency proce- 
dures, and it initiated a number of safety 
inspections and lectures on a planned basis 
at customers’ plants. 


“the division achieved its planned 
sales and profit targets” 


by Mel Wilkinson, 
division manager 


What about 1977? With our current eco- 
nomic and political problems, most of our 
market segments project a slow year with 
some sales declines. We are optimistic, how- 
ever that new product trials and tech- 
nological changes will improve the situation 
in the mining market. The Ontario, polymer 
additives, coatings chemicals and solvent 
sectors expect some modest improvement 
due to the possible sustained increase in 
automotive sales and its effect on the feeder 
industries. While some improvement in the 
textile industry is expected because of the 
Current import restriction on finished goods, 
the future of this industry does not appear 
to be bright in the long term. 


Our business with energy-related industries 
and energy conservation products is 
expected to grow as fuel costs increase. Our 
urethane foam insulation sales should 
increase as a result of this situation, as 
should our sales of chemicals to the uranium 
industry. In addition, there is potential for 
chemicals in the developing coal mining 
industry in the West. 


We have a wide portfolio of products, cus- 
tomers and industries and there are a 
number of innovations and improvements 
which could help us offset the problem of 
the economy. The new ‘‘Cereclor’’ plant at 
Cornwall has now been commissioned and 
while price levels have not yet reached our 
expectations, production volumes are 
expected to be maintained because of busi- 
ness from the world-wide contacts of ICI. 
Other plant improvements are planned which 
should affect our performance in 1977. 
These concern the bagging operation and 
reduced dust content of dry caustic soda, 
debottlenecking in the liquid xanthate plant 
at Copper Cliff and improved continuous fill- 
ing methods at Cornwall. 


Newly completed manufacturing facilities at Cornwall works 
will produce ‘‘Cereclor’’ chlorinated paraffins for customers 
in Canada and for export. These products are mainly used 
as secondary plasticizers in vinyl compositions, as extreme 
pressure additives in gear oils and metal working lubricants, 
and as fire retardant additives in plastics, rubbers and textiles. 


General Chemicals (Cont'd) 


During 1977 we will maintain an aggressive 
marketing effort to achieve a challenging 
sales and profit plan. We have introduced 

a coordinated program of cost analysis and 
control designed to improve the effective- 
ness and productivity of our operations. 
Also, for division personnel, we will be main- 
taining a high level of commitment to our 
safety training programs, as well as to staff 
development and on-the-job training. 


Indications are that 1977 will be a difficult 
year for the economy but the division is in 
good shape to maintain a strong position in 
the marketplace and to achieve our profit 
targets. And by so doing we will continue to 
grow in the challenging occupation of ‘‘serv- 
ing Canadians through chemistry’. 


An inside look at the division 


Did you know that the products sold by gen- 
eral chemicals division, both manufactured 
and resale, number more than 800? That the 
division’s 4,000 customers can be classified 
by about 30 distinct industrial groups? 


While the division serves resource industries 
such as mining and metal refining, iron and 
steel, pulp and paper and metal fabricating 
as well as chemical manufacturing, an 
important portion of sales are made to 
industries that have a direct relationship 

to the public. For example, a major part 

of the division’s business is the supply of 
packaged chlorine to make water safe to 
use in the home and for safe disposal of 
municipal waste. 


The division sets high standards of customer 
service and technical quality of products. 
Sales personnel working directly in the field 
number 55. They are backed up by the tech- 
nical service section which helps develop 
new products, handles complaints and 


emergencies, and makes regular presenta- 
tions on the safe use and handling of CIL 
chemicals in customers plants. The 
resources of Chemicals Research Labora- 
tory and Dyestuffs and Urethanes sections 
own labs as well as the distribution depart- 
ment personnel in warehouses across the 
country also aid the division’s overall team 
effort. 


Plants are regularly involved in upgrading 
product quality, packaging suitability and 
innovative transportation techniques. The 
division has pioneered new concepts such 
as the Chlorinemobile (for delivering heavy 
ton containers easily to customers’ opera- 
tions), the scheduled chlorine delivery ser- 
vice to ensure regular chlorine supplies for 
pools and municipalities in the peak summer 
months and kraft bin containers that provide 
a strong, safe package for hazardous solid 
chemicals. It has also introduced effective 
package systems for spraying urethanes, 
launched the new reactive dyestuffs, and 
introduced other chemicals to Canada for 
the first time. 


These chemicals, though hidden, affect our 
standard of living and our daily lives in many 
ways. Chances are that from the moment 
you open your eyes in the morning, you are 
looking at colors resulting from pigments 
and dyestuffs supplied by CIL: in sheets, 
pyjamas, clothes, carpets, drapes and 
painted walls. The water for your morning 
shower and coffee could have been purified 
and other meals of the day prepared and 
preserved by products sold by general 
chemicals division, kept in a refrigerator run- 
ning on CIL ammonia at the packing plant 
and another, in your home, using ‘‘Arcton’’. 
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General Chemicals (Cont’d) 


Urethanes customer CC Isolation Enrg. of Varenns, Quebec applies 
a finishing fire resistant coating to a corrugated steel wall which has 
been insulated with blown-on CIL urethane. 


This specially-equipped C/L Chlorinemobile delivers one ton con- 
tainers of chlorine to Montreal's water works where it is used to 
purify the city’s water. 


Sophisticated inventory control and safe handling at warehouses 
across the country are the key to keeping the division’s 4,000 
customers supplied with products. 


Your gloves and shoes could have been 
made with the help of CIL leather processing 
chemicals; and your automobile’s plastic 
seats and other parts could contain CIL 
polymer additives. Even the color of your car 
could have been supplied to the manufac- 
turer of its finish. And so the list goes on — 
everything from bicarbonate for cookies to 
disinfectants for swimming pools to solvents 
for drycleaning clothes, is sold by CIL’s gen- 
eral chemicals division. 


Because of this consumer involvement, the 
division is heavily marketing oriented. Pro- 
viding such a wide range of products to so 
many consumers makes the division the 
largest chemicals supplier of this kind in 
Canada. 


At Cornwall, with the consolidated packag- 
ing plant (Conpak) general chemicals divi- 
sion has a unique world operation, packag- 
ing some 30 hazardous products on one 
site. From here it supplies packaged quanti- 
ties of bulk products such as chlorine, 
ammonia, and sulphur dioxide gases; acids 
and caustic soda. In addition it manufactures 
copper sulphate and xanthates, key chemi- 
cals used by the mining industry for extract- 
ing base metals. 


Resale chemicals handled by the division are 
supplied by chemical producers around the 
world. The division maintains a close contact 
with CIL’s parent company, ICI in England. 
It is their major selling arm in Canada and 
handles a great variety of organic and inor- 
ganic chemicals manufactured in plants in 
the United Kingdom. «» 


INDUSTRIAL CHEMICALS 


Although business activity was not as strong 
as anticipated for 1976 due mainly to slower 
growth in most sections of the North Ameri- 
can economy, and the pulp and paper strike 
which was not settled until February, 1977, 
sales were 18% higher than in 1975 reflect- 
ing mainly increased demand for caustic 
soda and chlorine as well as somewhat 
higher prices for most products. Sales of sul- 
phuric acid to the fertilizer industry, how- 
ever, which is the major consumer of acid, 
were relatively static in 1976 due to weak 
fertilizer markets. 


While business conditions were not as 
buoyant as we had hoped, in many ways 
1976 was an extremely gratifying year. The 
number of disabling injuries on-the-job 
dropped by a third and off-the-job accidents 
also showed an encouraging trend. With a 
concerted effort by all, experience in 1977 
can be even more favourable. 


During the year the packaged chemicals 
business was set up as a Separate division 
in order to strengthen the company’s posi- 
tion in marketing these products; the addi- 
tional work involved in restructuring the 
management information systems has been 
largely completed and the new systems are 
working well. 


“in many ways 1976 was 
an extremely gratifying year” 


by Vance Ward, 
division manager 


In chlorine and caustic soda, we are not the 
largest supplier nationwide but we are now 
the largest supplier to the markets east of 
Toronto. Our large new plant at Béecancour, 
on the St. Lawrence between Montreal and 
Quebec, is now in successful operation and 
we are considering an expansion which 
would double its size. We will create growth 
situations by broadening the area of distribu- 
tion, including adjacent areas of the U.S. 
where, based on our favourable power costs, 
we Can deliver competitively against more 
distant U.S. producers. The division has 
begun a major expansion of its sulphuric 
acid storage and distribution facilities to han- 
dle the large increase in the quantities of 
acid which will result from intensified anti- 
pollution programs by the mining industry 

to reduce sulphur dioxide emissions. As part 
of this expansion program, an acid depot 
has been completed near Detroit, Michigan, 
by C-I-L Chemicals, Inc., a wholly owned 
U.S. subsidiary company, and a second ter- 
minal is being constructed by that company 
at Cleveland, Ohio. A shipping terminal will 
be constructed in 1977 on Georgian Bay, 
near CIL’s Copper Cliff plant. 


Despite the slow rate of growth forecast in 
domestic markets, sales in 1977 are 
expected to be well ahead of 1976. No major 
work stoppages at our customer’s plants are 
anticipated this year and this, coupled with 
new business gained during the last half of 
1976 and some expansion in U.S. sales, are 
the major contributing factors. However, to 
reach our goals for 1977 will require imagi- 
nation, hard work and improved productivity 
by everyone in the division. 


| would like to take this opportunity to thank 
all employees for the fine job done during 
the year despite the problems associated 
with the re-organization, the anti-inflation 
program, and the weakness in markets for 
industrial chemicals. 
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Industrial Chemicals (Cont'd) 


Sales of specialty chemicals by CIL’s sub- 
sidiary, Alchem Limited, were higher than 
those of the previous year. An increase in 
water treatment requirements and the intro- 
duction of new products to help industry 
meet environmental standards should lead 
to continued growth for this business. 


While sales of metal finishing supplies by 
Canadian Hanson Limited increased over 
1975, profit margins for most products were 
under strong competitive pressures. 


Sales of Chemetics International Ltd. were 
at the same level as the previous year, but 
the backlog of contracts on hand at the year 
end was lower. Sales of Cornwall Chemicals 
Limited, an associated company managed 
by CIL, were substantially higher than in 
1975, but profits remained at the same level. 
ap 


Yugoslav salt miners joined with 4,000 other spectators at the 
start-up ceremonies for a $40 million chemical complex in Tuzla, 
Yugoslavia in late November. Under an $18 million contract, 
Chemetics International Ltd. was responsible for the design and 
engineering of the five chemical plants (HAK |) for the state-owned 
company, Soda-So. 


At a new acid distribution terminal near Detroit, Michigan, this 
unit train delivered 3,600 tons of sulphuric acid from Copper 
Cliff works in northern Ontario. One of three planned for 
Detroit, Cleveland and Chicago, the terminal was established 
in 1976 by C-I-L Chemicals, Inc., a CIL subsidiary expected 
to become a major supplier of sulphuric acid to industry in 
the Great Lakes area of the United States. 


An oxygen bleaching plant under construction for Eddy 
Forest Industries at Espanola, Ontario, is a project of CIL’s 
subsidiary, Chemetics International Ltd. Chemetics markets 
chemical plants, equipment and processes worldwide. 


EXPLOSIVES 


Although financial results were somewhat 
disappointing, 1976 was definitely a year of 
achievement for explosives division, a year 
of expansion and growth in manufacturing 
Capacity and in our ability to serve the 
market in the future. 


Our new $50 million ammonium nitrate plant 
at Carseland was brought into commercial 
operation in March, 1977 and is now ship- 
ping product. Ammonium nitrate is a key raw 
material in the manufacture of explosives for 
the mining and construction industries, and 
this plant was designed with capacity to 
serve the market in Western Canada until the 
late 1980’s. Spare capacity in the early years 
will be sold in the United States, thus full 
advantage can be taken of the major econo- 
mies of scale offered by a 250,000 ton/year 
plant. 


The year also saw the completion of plans 
for a new $6.9 million cap-sensitive slurry 
plant at Nobel, and construction is now 
beginning. This plant represents another 
step in expanding our operations to include 
the manufacture of the new generation of 
cap-sensitive slurries. These products are 
safer to manufacture than the conventional 
nitroglycerine explosives and they are tech- 
nically superior in many ways. 


The division had suffered a disastrous year 
in 1975 in terms of employee safety, and 
efforts were intensified throughout our 
operations to improve our safety perfor- 
mance in 1976. During 1976, safety audits 
were completed at all major works except 
Valleyfield and Mount Wright. In addition, rig- 
orous hazard and operability reviews are 
being performed on all new processes and 
equipment. It is intended to extend these 
reviews to existing processes. 


“1976 was definitely a year 
of achievement for explosives” 


by Jim McGill, 
division manager 


Work stoppages at operations of a number 
of major customers in the mining industry 
and a general strike in the Quebec construc- 
tion industry affected our sales of explosives. 
Also, strikes at three of our own plants, 
Brownsburg, Valleyfield and Nobel, curtailed 
production. By making purchases to supple- 
ment our production we were able to retain 
Our position in the domestic market. How- 
ever, we lost sales in the export market 
through inability to supply, mainly in the 
United States market for TNT. 


Manufacture of propellants and military high 
explosives at DeSalaberry works will cease 
in 1977, upon completion of the present 
orders. Negotiations are underway with a 
Canadian company for the sale of the Valley- 
field site, excluding TNT, primers and slurry 
equipment which will be relocated. The com- 
pany will ensure that its commitments to 
employees will be respected during these 
negotiations. 


Sales of Continental Explosives Limited and 
Explosives Sales (1970) Limited, subsidiary 
companies engaged in the distribution of 
explosives and related products in British 
Columbia and Quebec respectively, were 
almost the same as in 1975 as customer 
labor problems and the depressed construc- 
tion climate offset price increases. 


Sales of equipment to the mining and con- 
struction industries by Jarvis Clark Company 
Limited were substantially higher than those 
in 1975, reflecting the steady growth of this 
subsidiary in North Bay, Ontario. The facili- 
ties at North Bay have been enlarged and 
an expansion of the Sudbury, Ontario repair 
facilities is underway in anticipation of the 
continued demand for its specialized 
mechanical equipment. 
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Explosives (Cont'd) 


Down at level seven of Rio Algom’s Quirk uranium mine in 
Elliott Lake, Ontario, this jumbo drill, made by C/L subsidiary 
Jarvis Clark Company Limited of North Bay, recently 
completed 200,000 feet of drilling. Bore holes are loaded with 
CIL ammonium nitrate explosive to break up the ore. 


CIL employee at Beloeil works uses a new minicomputer for 
production control. The ‘mini’ is one of about 20 being 
installed for various purposes at company locations. They will 
feed information directly from plants and regional offices to 

a large dual processor computer centrally located at Don 
Mills, Ontario. The new computer network will provide faster 
turnaround of the vast amount of information required to 
operate the company. 


Jarvis Clark won the Ontario Government's 
“A” for Achievement award in 1976 for its 
contribution to the economy, particularly in 
the field of exports. President John Clark, 

in accepting the award, said that the most 
significant achievement they had been able 
to make in establishing the company as a 
manufacturer, was the development of peo- 
ple into a team that has made them competi- 
tive with the giants in industry. 


Although sales and profit in 1976 declined 
for the first time in West African Explosives 
& Chemicals Limited’s history, the year’s 
results were essentially on plan and can be 
considered quite good when all the factors 
are taken into account. Iron ore markets 
throughout the world declined considerably 
from the previous year and mining activity 
slowed as stockpiles grew. The state-owned 
explosives company in Mauritania began 
production in late 1975 and displaced all 
sales of West African Explosives & Chemi- 
cals Limited’s manufactured products. How- 
ever, the lvory Coast market was penetrated 
for the first time in 1976, sales to the bauxite 
mines in Guinea remained constant and 
some sales of raw materials were made in 
Mauritania. 


Safety was completely reviewed in 1975 and 
a safety audit team from CIL re-examined 
EXCHEM again in 1976. EXCHEM com- 
pleted 900 accident-free days in 1976 and 
this achievement is due to the positive atti- 
tude of all the staff in Liberia. The search for 
new stimulus in promoting safety and for 
improving safety practices will continue. 


EXCHEM’s future is quite promising. While 
the short term will probably see only modest 
growth, the longer term offers good poten- 
tial. Considerable activity is now taking place 


on the possible development of three new 
iron ore deposits, one in Liberia, one in 
Guinea and one in the lvory Coast. Any one 
of them could double EXCHEM’s present 
explosives volume. «~ 


Ammunition division in wind-up phase 


The division’s ammunition business was sold 
to Valcartier Industries Inc. of Courcelette, 
Quebec, in October of 1976. The sale 
included all of the ammunition equipment at 
Brownsburg, process information, patents, 
licenses, and goodwill. CIL has undertaken 
to operate the Brownsburg ammunition facil- 
ities as Valcartier’s agent until Such time as 
the equipment can be moved and installed 
in Valcartier’s plant. 


Valcartier has agreed to.offer employment 

at its plant to all Brownsburg employees 
identified with the ammunition operation. For 
those employees who choose not to accept 
Valcartier’s offer, efforts will be made to 
locate them elsewhere in CIL. Where this is 
not possible, they will be provided with assis- 
tance in finding suitable employment else- 
where, including allowances determined on 
the basis of age and length of service. Relo- 
cation committees consisting of staff, payroll, 
government, and union representatives are 
presently active in providing this assistance. 


CIL will retain the manufacturing facilities for 
explosives detonators which are also made 
at Brownsburg, as well as other products 
related to the company’s commercial explo- 
SivVeS DUSINESS. «. 
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PAINTS 
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1976 was a year of modest recovery for the 
Canadian paint industry and CIL paints divi- 
sion. The previous year had been somewhat 
disappointing, marked by sharply higher 
material costs and selling prices and a slight 
decline in volume in most segments of the 
market. 1976 produced increased dollar and 
gallon sales and market share for paints divi- 
sion in most segments. The moderation in 
raw material price increases, following the 
sharp climb in 1974, continued from 1975 
into 1976 and held in check the need for 
major price increases. In fact, the increases 
which were obtained, in an atmosphere of 
aggressive competitive activity, were less 
than what could be justified to the Anti-Infla- 
tion Board on the basis of increased manu- 
facturing costs. 


Safety activities showed a major improve- 
ment with disabling injuries reduced from 2 
to 1, car accidents reduced from 20 to 14, 
preventable car accidents reduced from 11 
to 6 and days lost due to off-the-job injuries 
reduced from 954 to 500. The health and 
safety of our employees continue to be of 
utmost important to us, and It is likely that 
our goals will continue to exceed standards 
which may be established periodically by 
changes in government legislation. A new 
program was introduced by the company in 
1976 which requires the analysis of all 
changes in operating procedures to deter- 
mine if any special hazards might be 
encountered and to correct them before the 
changes are introduced. 


A major study of the division’s marketing 
and manufacturing procedures was com- 
pleted in 1976. In line with the results of that 
study, a second B-H Professional Painters 
Centre was opened in Mississauga, Ontario, 
the first one having been opened in Scar- 
borough, Ontario, in 1975. Two Retail 


“a year of modest recovery 
for the Canadian paint industry” 


by Dave Burnham, 
division manager 


Decorating Centers were opened in London 
and St. Catharines, and plans are underway 
for opening five more early in 1977. This 
program will assume significant proportions 
over the next five years, if early favorable 
indications are borne out by this year’s expe- 
rience. The Decorating Centers cater specifi- 
cally to the do-it-yourself market and feature 
a strong service/advice concept so impor- 
tant in this segment of the market. 


The Decorative Products section continued 
to increase distribution with new indepen- 
dent retail accounts and trade wholesalers. 
Sales to our major retail customers contin- 
ued to show increases. Sales of heavy duty 
paints for use at the CIL Carseland ammon- 
ium nitrate plant and other chemical plant 
projects, particularly in the Sarnia area, were 
important contributors to the sales results. 

A new mid-priced paint line and a promo- 
tional product package were introduced 
during the year. Also, development work was 
completed for a new line of interior flat latex 
paint, ‘‘Super latex’’, for introduction early 
hey SW CT 


With the addition of eight wallcovering col- 
lections and their warehousing at five loca- 
tions across the country, the division is well 
placed to become a major factor in this rap- 
idly expanding sector of the decorative prod- 
ucts market. 


The completely equipped automotive body painting shop at 
York works in Toronto, is used to test new products and train 
operators from customers’ shops where CI/L refinish products 


are sold. 
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Paints (Cont'd) 


The study of the division’s marketing activi- 
ties resulted also in a reorganization of the 
Automotive Refinish group, involving an 
expansion of the sales force and introduc- 
tion of a program to strengthen and improve 
marketing activities. Approval was received 
to open two company-owned Refinish Spe- 
cialist Jobbers in Toronto early in 1977 to 
serve a segment of the market in which CIL 
had not been adequately represented. 
Research continues to improve the high 
quality of the only refinish paint formulated 
specifically to meet Canadian needs. 


The van and light truck markets continue to 
expand, with CIL the major supplier to both 
Chrysler and General Motors for these vehi- 
cles. With this growth and CIL’s continuing 
position aS a major supplier of finishes for 
Chrysler passenger cars, the Automotive 
group once again provided the biggest 
year-to-year improvement in 1976. 


Although there has been a slow-down in 
many segments of the general industrial sec- 
tor, this group also showed an increase in 
gallon and dollar sales, particularly in the coil 
coating and can lining markets. 


CIL paints division is in the forefront in world 
technology for waterborne paints for indus- 
trial applications. Their use will reduce the 
emission of pollutants into the atmosphere 
and also reduce the consumption of petro- 
leum-based raw materials which will be in 
short supply in years to come. Licensing 
arrangements have been reached and will 
continue to be pursued with paint manufac- 
turers in other countries, particularly the 
United States and Japan, to permit the use 
of our technology in other countries. 


A number of projects were begun at York 
works which will improve and modernize the 
methods used in the manufacture of paint 
for the industrial market. These improved 
efficiencies, along with improvements at 
other plants, will permit manufacture of 
increased production requirements which 
are expected in the years to come. 


The future looks bright for paints division. 
We can see where we want to go and how 
to get there, and we are ready to work hard 
to achieve our goals. «» 


PLASTICS 


One of CIL’s smaller business areas, plastics 
division often escapes the publicity asso- 
ciated with the massive sales volumes and 
multiple plant operations of the company’s 
larger divisions. Nevertheless, plastics has 
been quietly and steadily going ahead with 
the business of generating profits and for the 
past three years, including 1976, it has been 
one of the top contributors to profits. 


This division has two operations groups: 
Polymers, responsible for the manufacture 
and sale of plastics raw materials, and Films, 
which makes and sells films and certain 
types of packages. Both groups are involved 
primarily with low density polyethylene 
(LPDE) but apart from this similarity, all other 
activities are different. 


The Polymers group sells a basic chemical 
product to other manufacturers who convert 
it into finished articles Such as packages for 
milk and fresh vegetables, parts of telephone 
trunk cables, refrigerator containers and a 
host of other industrial and consumer prod- 
ucts. As a raw material Supplier, Polymers 
sells large volumes to a small number of cus- 
tomers and does it profitably with a small 
sales and marketing force. 


The polyethylene plant at Edmonton started 
up in 1953 and was a novel plant from two 
aspects—it was the first cold weather plant 
of its type in the world and one of the first 

in North America. These factors incurred for 
CIL substantial operating costs during the 
plant’s early years as a large technical team 
had to be developed to cope with production 
conditions at Edmonton and to make a range 
of products which was fully competitive in 

a North American market. By the mid-1960's 
CIL had developed the necessary knowhow 
to make technically competitive products 
and the plant production has been fully sold 
and operations have been profitable ever 
since. 


“going ahead with the business 
of generating profits” 


by Geoff Benson, 
division manager 


For the past ten years efforts have been con- 
centrated on making and selling premium 
products with the result that profits have 
been generated, even in the difficult years 

of 1971, 1975 and 1976. Customers include 
some of the largest plastics companies in 
Canada, such as the major wire and cable 
manufacturers and the big package makers. 


For Polymers, product improvement contin- 
ues. Specialty high performance resins for 
polyethylene film are obtaining rapid and 
broadening market acceptance. For wire and 
cable manufacturers, equipment for making 
cross linkable polyethylene (XLPE) is being 
installed at Edmonton. XLPE is used to make 
high performance power cable. 


The Polymers group of plastics division is now marketing 
products in metric measure. Polyethylene resin produced at 
Edmonton works is packaged in 25 kg bags and 1 000 kg 
boxes as well as being shipped in 80 tonne bulk rail hopper 
cars. The 25 kg polyethylene bags are made at Brampton 
Works. 


Plastics (Cont'd) 


The Films group, while being a smaller gen- 
erator of profits, also has promising pros- 
pects. Initially established as an outlet for 
polyethylene resin from Edmonton, Films 
has more recently concentrated on improv- 
ing its product range to the most profitable 
product mix and for the most efficient opera- 
tion. That mix now includes shipping sacks, 
co-extruded films, industrial, construction 
and agriculture films, and bags for super- 
markets. 


Shipping sacks continue to maintain for CIL 
a market leadership role. After earlier failures 
by other makers, CIL developed a single-ply 
polyethylene shipping sack that met market 
needs. More recently, a multi-ply valve bag 
has been developed and patented and it now 
represents an area of great potential. It is 
less expensive to manufacture than some of 
its competitors and has some distinct tech- 
nical advantages, particularly for packaging 
dusty or finely ground products. A number 
of licenses have been granted to foreign 
manufacturers of multi-ply valve bags and 
royalties from these licenses should be a 
source of income for many years. 


Another leadership position is held in 
co-extruded films. Co-extruded films are 
made from more than one material, extruded 
at the same time, and they are used to make 
packages for products for which less sophis- 
ticated packaging materials do not provide 
sufficient product protection. One example 
is potato chips which must be kept crisp and 
fresh without the cooking oil turning rancid. 
Our Films group is the largest Canadian 
co-extruder of sophisticated packaging 
materials. 


A new production line, the twentieth at C/L's Brampton works, Is 
now producing co-extruded films for the food packaging industry. 
The process combines the strength and barrier properties of the 
constituent materials to give maximum protection to snack foods, 


cereals and crackers. 


Polymers and Films are both determined to 
maintain a solid growth and earnings pattern 
and to expand their business for continued 
increases in profits. 


Through dedication by all employees to safe 
working practices, the division achieved a 
reduction of 37% in injury frequency in 1976 
from 1975. «» 


Environmental Improvement 


The subsidiary and associated companies 
comprising the environmental improvement 
business all showed an increase in sales in 
1976. 


The program to adapt the ‘ICI Deep Shaft’’ 
effluent treatment process to North Ameri- 
can conditions has made good progress. 
The pilot plant using this process for sewage 
treatment at Paris, Ontario, has been oper- 
ating well for several months and further 
improvements have been made. Other pilot 
plants to treat brewery, starch and dairy 
wastes have been sold and two are already 
in operation. 


The pilot plant for solid waste separation and 
gasification, built at the transfer station of 
CIL’s associated company, Tricil Limited, 
Kingston, Ontario, has been operating suc- 
cessfully for several months. Demand is 
growing for plants based on such technol- 
ogy, which is designed to reduce the volume 
of solid waste for eventual disposal and to 
recover values from it. os 
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Property development 


Canadian Freehold Properties Ltd., an asso- 
ciated company in real estate development 
and investment, had a successful year, 
despite the generally slow demand for com- 
mercial and industrial properties across 
Canada. 


In Victoria, British Columbia, an apartment 
condominium project was completed and a 
construction contract signed for a 127-room 
hotel to be operated by Delta Hotels Limited. 
A new office building in Burnaby, British 
Columbia, achieved a high occupancy level. 
The first phase of the Eastgate Business 
Park near Edmonton, Alberta, has been ser- 
viced, land sales have taken place and office 
buildings and warehouses are under con- 
struction. By the end of 1976, the CIL 
Square development in Toronto was fully 
leased, representing a successful office 
development in a difficult market. 


Freehold Properties, Inc. was formed in the 
United States as a wholly owned subsidiary 
of Canadian Freehold Properties Ltd. and 
has acquired fully rented, revenue-produc- 
ing commercial properties in Seattle, Los 
Angeles and Portland, Oregon. «5 


Freehold Properties, Inc. acquired a 50% share in this high 
rise office tower in the Airport Imperial Complex at the Los 
Angeles airport. The Hughes Aircraft Corporation is the lead 
tenant in the larger of the two buildings, jointly owned by 
Freehold’s U.S. subsidiary and Kilroy Industries. 


Construction of the first phase of Eastbrook Executive Park 
at Willingdon Ave. and 401 Freeway in Burnaby, B.C. will 
begin this spring with 250,000 square feet of light industrial 
show rooms, offices and warehouse buildings. The remaining 
two stages will add an additional 250,000 square feet of 
commercial and office space. 
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Safety 


The very serious accidents which occurred 
in 1975 led to a thorough review of safety 
practices throughout all levels of the organi- 
zation. By the use of such techniques as 
safety audits, hazard reviews of both existing 
operations and those being planned, and 
improved training practices, the downward 
trend in accident frequency rates, inter- 
rupted in 1975, was restored. The 1976 rate 
of 1.4 disabling injuries per million exposure 
hours was the third best in the company’s 
history and well below the average for the 
chemical industry in North America. Safety 
attitudes learned at work can also strongly 
influence employees in their outside environ- 
ment and it is gratifying to report that the fre- 
quency of ‘‘off the job”’ injuries fell signifi- 
cantly during the past year. «» 


Labor negotiations 


The company was in the midst of a signifi- 
cant amount of collective bargaining when 
the anti-inflation program was announced 
late in 1975. Substantial delays in reaching 
contract settlements ensued with most of 
these negotiations carrying over into 1976. 
Strikes occurred at Brownsburg, Quebec, 
and Nobel, Ontario, largely over issues 
related to the anti-inflation program, and at 
Valleyfield, Quebec. «» 


The number of off-the-job accidents recorded by CIL employees 
during 1976 declined to 303 from the high of 347 in 1975. The total 
number of days lost because of these injuries also dropped from 
6,082 in 1975 to 5,639 last year. 


*Statistics for 1972 include works and laboratories only. 


\J represents 25 subsidiary employees 


\J represents 25 CIL employees 
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Number of employees by division and department 
increase of 1% over 1975. Of 


The number of regular employees in CIL and its subsidiaries 


at year end was 9,034, an 
this total, nearly 2,000 worked for subsi 
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Plastics 
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